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ECONOMIC GROWT, DEVELOPMENT AKD PLANNING IN SOCISLIST COUNTRIES

Rudolf Bléanié

A. DEFIKITIONS

Economic growtﬁ 13 usually defined as increase of real output, or real 1ncome,

aggregate or per head, cver a long time,

By economlic development we mean economlc growth by conscious action of

decision maskers directed from one level‘to another; higher level of equillbrium
{or quasi equilibrium} by autonomous means, introduced from outside.

Economic planning is institutionalized, ex ante quentified, by rational
megns and consclous action economie development over e definite period of time.

[To explain these definitions in slmpler terms, we use the example of a
tree., By the gfowth of g tree we mean simply the lengthening and thickening
of its branches, roots, increase of the number of flowers, frult, ete. If
we interfere with this growth by binding or cutting some branches and in such
way foreing the growth of others or by grafting the tree from another three,
we develop the tree. We plan the growth of the tree 1f we know that by glving
it a soientifically determined quantity of rertilizeré, water and sunshine, etc.,
1t will make the branches grow by so many inches, produce 3o much more fruit,
etc.; and 1f we really do so and control by measurement whether it has grown
as foreseen., j

Most authors make no distinetion between economlc growth and economlc
development, using the terms as synonyms. Sometimes the distinction betwueen
economic development mnd planning is blurred. We hope thatl by differcutlatlng
between these and similar terms we may coantribute toward the clariflcatlion of
the matter of economlec changes and sharpen some tools for macroeconomlc analysis.

[we spgak of economic progress as economic growth measured against an In
advance determined goal; progress 1s a teleological concept. Economic programme

is & more or less consistent set of economic measures, with no timlng and no
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quantification of targets.}

Another more practical cansideration 1s also on our mind. Concentrating
attention too much on economic development schemes or in identifying them with
economic growth altogether, people sometimes overiook important facts of
spontaneous growth. Paople manése to survive and their economies grow under
conditions which the developers would consider rationally impossible. Thus,
many good opportunities to assist and develop this spontaneous growth sre lost
which some experts in development conslder as slow, insignificant, statistically
not recorﬁed, therefore neutral or obnoxious to pragress.

On the other hand, damage is done under rigid institutionalized schemes of
planning because of disregard or even inimical stsnd against spontaneous
growth. Therefore only under strong pressure or heavy losses can long overdue

changes be made in such systems of planning.

I. Economic growth

Most of the authors understand under economic growth increase of physical
production or of real 1nc0me.1 That 1s, they measure the growth of. the national
economy by the Increase in the flow of goods and services within the territory
of a political nation. This concept of growth works under sssumption of homo-
genelty of the natlonal economic system, sssuming also equal rate of growth

in gll sectors of the economy, znd equal rate of growth of the population all

1There are many criticisms of this definition of growth. See par~
ticulerly a very systematic one of Prof. P. Perroux in his Cahlars de
1'Institut de Sc¢lence Economique Appliquée, Série I, No. 1 (la theorle
de Progrés économique}.
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over the territory.a

The aggregate real output is a more rellable measurs of growth than the
output per head. Also, we consider resl output
per head a better measurement of economic growth than the real income because
1t includes gross cipital investment and the depreciation of capltal with the
whole problem of dislnyeatnent, to which we attribute s0 much importance. 1t
seens to us’ that the assumption of full replacement of used capital is
all too easlly taken for srahted.

As defined gbove, the economic growth has only one independent variable
and is measured by the increase in that verliable. The definition is based on
the assumption of unidimensional growth with no limits as to its magnitude or
time. It assumes theoretically a perpetually ever-increasing growth of the
national economy. It 1s a quantitative measurement with no regard to possible
qualitative changes lnvolved. The ends of economic growth are not questioned
as growth ex definitione ir a process whose ends are not examined. Economlc
growth 18 not a teleologleal progese snd 1t ig not considered to be the task
of the economists to pass Judgment on values as to the complex ends of this
process, So for the economists it is an end in itself. In this way the concept
of economic growth becomes a de-humsniged, de-personalized and de-institutionalized
spprosch to unlimited and perpetual growth, washed out of sll welfare or social

value appreciation.

-

2fhe differentlation of growth under different institutional sectors
brings the theory of growth more to the proximity of reslity of many heterogeneous
economies, particularly those in transition from one socio-economic systenm
to another. (Cf. our paper "Some problems of sectors in the socisl accounting
of different economic systems” presented to the third conference of the Inter-
national Association for Research in Income and Wealth, 1953. (mimeographed)
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This approach should not be underestinmated 53 s statement of fact in a
prima facie analysis. It prepares the gréund for further and more refined
analytical devices. The time over which the growth i1s measured 1s neutral
chronological time, with no historical meaning or economic or statistical sig-
nificance attache& to it. And yet we speak of young and old nations in economics
as wall, The problem of }ncreaie in populstion is ane of the main problems in
all theories of economic changes. On the other hand, the sgeing populations
in many countries opens other important aspects of gerontological esconomics.
Does not the problem of growth imply also periods of non-growth, stand-still,
stagnation, or decline over long term periods? '

The term growth has been borrowed from bilological science where 1t implies
certaln stages of growlng from youth to meturity and period in 0ld age. We feel
that 1t should retein some of 1ta original meaning, but we certsinly don't push
the analogy so far as to accept an organic theory of growth. The theory of
economic growth ought to give us some guldance in answering such guestlons as
which nation ls growlng and which 1s in decline, what 1s, economlically spealing,
& young or an old nation, a developed or underdeveloped or & lesser developed
country, ete. What 1s economlc stagnstion and what is growth? Plain statement
of fa::;ﬁzzﬁzﬁithmetical terms would not satisfy us in this respect. And has
not Marxz given polltical economy the ambitious task of discovering™vhe laws of
the rise, development, and doﬁnfall of socletles?

The approach to economic growth from the point of view of stages of maturity

in growing brings sbout a change in quality.
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The spproach to economie growth fram the point of view of stages of
maturity in growing brings sbout a chenge in quality. The measurement of
economdc growth by flow of goods and services gives ground for further con-
siderstion. Ry growth we understand sn average increase over a longer
period of time. When we say eoonomic growth is constant increase of pro-
dustion, we in fwct wish to say that productive spperstus of our society
has grown, and that also our stook of our consumption goods has grown. In
fact, it seems to us that this implies a'eomopt of growth of the national
Wwealth measured by increase of production. In other terms we measure the
inereﬁu of stock by the inerease of flow. This sethod, although conveniant
for practical purposes, cpens many problems ss the interrelation of increase
in stock and in flow is not direct. It ocperates under assumption of a constant
coefficient of propensity to save and a constant oapital coefficient. But it
supposes slso a steady coernélant of capital depreciation and a constant
coefficient of use of cnpital.’

It seems that _the time has come when a direct approach is possible by
defining economic growth as increase of nstional wealth over longer time periods,
and by measuring the growth by increase of the national wealth. One of the
reasons for optimism is fhe increasing number of studies measuring national

4

wealth. e o :

X

'Even the refined method of R. Goldsmith's perpetual inventory has shown
that the measurement of capital stock by depreciation flows requires checking
by periodical censuses of capital stock. )

h
At the 5th meeting of the International Asscciation for Research in Income

and Wealth in 1957, 13 estimates for national wealth were listed, all done

iege sartls, including countries such as The United States, France, West Germany,

anada, South Africa, Sweden, Argentina, as well as India and Yugoslavia. If
more in demand, mote attention will be glven to such estimates. The Statistical
office of the United Nations in this respect could do a great service in help~
ing to work out an appropriate methodology as it has done with the national
income.

““mss\m
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I, Koonomic Development .

The econonic development has been defined as economic growth by consclous

action of decision makers, directed from one level to another, higher level of

equilibrium (or quasi equilibrium) by means of sutonomous, exogenous variavles.
This definition gives economic development the following characteristics:

it is,

L

Consclous action by.dnfinite a&tors.

A process of economic growth.

Transition from one to ancther level of equilibrium as an
end of the development,

It includes exogenous means of action as autonomous force of

change.

Kevertheless, 1t has to fit the previously discussed process, All economle

development is & particular case of economic growth,

1. Regarding the actors of developmental economic growth, there always

must be somebody to decide asbout the development, its ends esnd means. This

s
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actor 1s an identifiable perm decision maker. Development is always a
deliberate and purposeful lction of orpn:lzed men. BEoonomic development ex
dnﬁ.nitim is not a spmtmm process. 7This sctor sey be en individual or

~ s
: R T R B - . o
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econonic dwelopmt to achcms of aetlon of public bod:.es. tho term economic
developmnt be:lns thus 8 tu-l of ocononlc ponay. mxe ecanamic srouth is a
term or genersl eocnomics. |

2. A part o the total of the nationsl economy can be developed. In
the rirst case we talk sbout the developmental and non developmental growth of
the economy. This non developmental growth also can dbe either directed, or
aﬁonttmm. or sutomatic. By spmmm growth i3 meant growth that develops
from an interior cause, within the economic systen 1tse1r.5

Beonomic development cannot be upmtmoua. nor cgn it be sutomatic, as
gutomatic sction implies not only growth from en internal cause, (which makes
1t similar to spontaneous growth), and refuses the action of human will to
follow, but also adds to it certain regularity and reversibllity which does
not sult the definition of spontaneous growth. Also, ngt all deliberate actions
in economics are developmental, e.g. measures of economic policy. What was
neant by dirigisme in Prance or by interventionism in Germany is not develop-
ment. It is san action to gnti'oduco changes in the spontanaous economic growth,

5\‘9 don't agres with the idea that development should include only those
economic activitlies which the automatic activity of the price system would not
perform. *J, J, Spengler,"Economic Factors in Economic Development," American
Bconomic Review 1956, Suppl. p. 431.
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but not necessarily to achisve an equilibrium st a higher level. It Just

.
. .

set some particular parameters for action to direct dconomic activity. It

did not set qualitative change. Dirigisme may have had s greater degree of

conslstency than interventionism, and some more clearly expressed goals, but

it aimed more to reestablish the threatened 013 equilibrium than to 1ift the

national economy to a new level. Within these determined ends it had to

choose means to maintain these social and economic ends. The freedom of cholce
" wasreserved to the means but not to the cholce of ends.

3. Beonomic devolox;unt, therefore, npros&;ts an economic activity
wvhich has its clearly distinguishable beginning {en established equilibriun
or quasi equilidbrium). It also has a definite end, the raising of the national
economy to the higher level equilibrium of self-sustained growth. This implies
also that the development is finished uhen-,this alm is achieved.

The economic development is always linked with some strain on the economy
not only on that part of the economy which 1s being developed under develop-
mental pressure, but also has a definite effect on the spontaneous part.

The distinction between economic development and economic growth ralses
the question of their mutual interrslations and interactions. ¥e also ought
to distinguish the tempo of econcmic development and of the spontaneous growth .
and thelr respective rates of growth. FKNormally one does expect development;l
activity to be introduced to speed up economic growth of a national economy.
But not so infrequently the spontaneous, non developmental growth has shown
a faster rate of inorement than the devolopnant‘;n;{ This can occur even in most
centrally planned and stste-controlled economles, as we shall see later.

The distinction between the direot;.on of growth and development 1s important,
They can be a parillel,in the same direction of movement. The development can

- speed up growth and yice versa. But it can happen also that development and

RS
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spontaneous growth appear eoncwrrently or in opposite directions. Indeed, most
of the developmental schemes were set up with the purpose of deviating or
detracting economic growth from its previous spontangous direction of growing.
Spontangous econamie growth cen strengthen economic development, but can slso
present sn obstacle to it. |

Not underestimating the importance of esconomlc development, we don't accept
the efforts of all developers u. the last instence of wisdom, as 1t did oceur .
that spontaneous economio growth has proved to be more solid and more effective
than some devolop-antal_efrorts.

Particularly difficult situstions oceur when two or more developments
take place in one and the hana national économy, & not so infrequent case as
it may appear at the first glance. Their activity may, in this case, benr
many similarities with a bi-wonopolistic competition.

4. Beonomic development alunyk takes place under influence of an autoncmous
force. Our concept of development ;- based on an autonomous factor introducead
into the economic process independently with the purpose of influeneing and
changing economic growth in g certain'determined direction, 1.e., toward g
definite end. This independent variadble is not only autonomous investment
but also a great many other developmental factors, economic or extrasconomtic.
The problem of directness of such factors refers not only to their immediate
effects concerning their 8trength but also the time factop has to be taken
into sccount, particularly when eoonchc:ir: ¢ I'ot' factors 1is Judged. Some factors
have immediate effects and others may have their influence protracted or their

effect felt over many years.

W‘;‘B
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and that is
Economic developwent presupposes an ex ante fized end/to schieve self-

sustained growth with independent effort from within the systea capabdle of
maintaining itself without mhn:ng the quality or rate of growth., This
means an end to econcmic development. These sutonomous forces which are
hamed instruments of development can be economic in a narrower sense, or
political, psychological, institutionsl, ete. Eoonomic develcpment pre-
supposes an ex snte fixed end to which the whole developmental growth of the
economy 1s directed. It does not necessarily draw the whole path of the
development nor does it divide it into striotly distinguishable periods of
balanced growth. HNeither does it attridute a precise role to particular
specific organs of this development.

III. Boonomic plsoning

We defined economic plamming as an institutionalized, ex ante quantified,
rationalised process of economio dovelopnqnt. over & definite period of time.

1. Planning 1s not only drawing of plans but also the whole operatfon of
the economic process following the pattern of the Plan. Planning is action.
Regarding the sctors we defined plm s# institutionalized action. Ry this
We mean an action where specific organs are created for the Planning functions.,
Consolous action includes all people engaged in the planned economic process,
though each 1n a different degree. Their role is sttributed to them, thetir
nanes attached to the plsnned actlon, or to use a technical term: the plan 1is
addressed to thenm.

The role which the actor performs in more simple economic decisions, is
extended in planning to all four functions of preparation, decision making,

execution and control of the plans, and this mechenism is bullt in in an

wﬁ\@
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organixed wvay, so that the role of the actor is divided among four speclalized
organst: the prepsrator, the dscisor, the executor (cperator), end the controller,
There is s great variety of methods in which these organs can be constituted

and in which they perform their funotion, such as political, administrative,
technical, buresuscratic, technooratic, monocratic, demcoratic, etc.. Nsturally,
institutionglization and addressness do not mesn that all planning must neces=
sarily be State planning and that by police force.

Planning means conscious action of men for developmental growth, as against
spontaneous growth. It does not mean that all economic qctivity is planned,

There 1s no nationsl economy on this world which could be totally or integrally
planned in this sense, and there 1971010_!' and an upper limit as to the utility
of planning.

The limitations of planning open another question: How r:ee are the planners
in their decisions? This involves a great many problems as to the planibility
of different economic sctivities. (e.g. agriculture is less planidble than
mnufacturing industry, production less than finsancisl operations, current
production less than investment, eta)

2. WNot every decision affecting rutm action based on forecasting is

-~ planning. As seen in our definition, some more requirements are demanded for
an eoconcmic plan.

A requirement which distinguiaho’é planning essentially from other economic
grouth 1s lts quantification ex ante. In planning, the ends of eoonomlic action
are expressed as quantified targets, bde it in phyalcal or in velue (finsncial,
monetary) terms. Not all products produced, exchanged, or allocated are expressed
‘m such quantities; only the main, strateglc, criticsl ones. Thelr cholce depends

on the methods and alms of planning and there is alresdy a great varlety of such

PRCLASSIFER
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methods. In some economies, as many as ten thousand groups of articles are
planned in detall; in other only some hundred critical ones will suffice for
plsnning purposes.

3. BRational method 1s essential for planning. Any method of forecast-
ing or directing the national scdnomic action in the future, based on the
traditional or routine experiences of the past could not be considered plenning.
This rationality lesds to tha aiffioulty of expressing planning targets Ly mathe-
matical method. It goes 50 far as to result in some planners abandoning any
more refined statistical methods of quantitative anslysis, and satisfying them-
selves with empirical methods of trial and error, "ss the system of equations
in such complex matter as planning a national economy may be 'jJust = system of
uwndetsrmined equations with too great a number of unknown not glving real
aolutions."s

Nevertheless we believe that the great advance of quantitative analysis in
sconomics has given the plannsrs instruments with which to achieve more exact
methods in planning.

4.The essential requisite of the economic plan 1s 1ts consistency. An eccmomic

plan must be consistent, and its quality is measured by this consistency. The
way in which means are allocated by planning instruments to achieve plauned

targets in specific time requires an internally balanced systea of equations.

5. PMnally, planning is strictly linked to time periods. The sontin: ous
socmomio process is ideally divided into periods of time to which pPlans refer,
and targets are set in scoordance with these periods.

sstrmnilin, Planirovannie v. 38SR, p. 19.

ONGLASSIFRD
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not any time. Thig time 15 measured by neutral caiendar time, chronological
units, and 1s only partially adapted to Beasurement of economie processea.a
A plan qiffers from o developmental schems in so far that the latter 14 1linkeq

_ . 1ttle atrget
time period is dstermined with - / regard to its economie meaning. Thus one

developmenta} scheme can congigt of several planning periods.
Yearly and trimestrial periods certainly have economic (seasonal) weaning. The

Soviet medium period plans (e.g. 5 year plans) are explained as determined in
an objective way by Merx' industrisl production cycles, and subjectively

as not too long to mobilize the workers for an attainable target in the future.
To these arguments Erobowskt added: enough room for maneuvers for planners;
time sussicient to develop a succession of priorities; and to affect structural

changes. On the other hand, this period is short enough to make abstraction
of revolutionary changes in 1:.echm.qme.'r
B, ECONOMIC GROWIMH, DEVELOPMERNT, AND PLANNING IN SOCIALIST COUNTRIES
In essence, Marx' theory of historical materialism 1s a genersl theory
of economic growth. Marx has formulated this theory in many places, and in
the most condensed form in the well known words from the Contribution to the

Critic of Politieal Econouy.?

TBobrmld.. Formation du systeme sovieti ue de planification, p. 37.

8 :
See the very interesting reflections of F. Pérroux on this respect in

Cahiers de 1'Institut de Sclence, Economique Appliquée, Ia théorie du progres
economique, I, Séris I, ¥o. 1,

I 1n *he social production of the means of life human beings enter into
definite and necessary relations which are independent of their will, production
relations which correspond to s definite stage of the development of their pro-
duotive forces. . . At g certain stage of their development, the material

productive forces of society come into conflict with the existing production

UNCLASSIFIED
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Developing this general concept of historical materislisa for the capitalist
soclo-aconomic formation, the theory of crestion of surplus valus, and of con~
centration of capital becsme his basic law of capitaliat mioty.m Marx'
theory has all the characteristics of a theory of sconomic growth. It refers
to the inorease of productive forces over a long tims, The actors in this process
of growth are social classes who are at the sane time the product of the growth
of the production forces. In fact, Marx' theory is more than a theory of esonomic
growth. It is a theory of growth of total socleties, based on economic growth.
Marx! formuls of growth could be put in the following way:

r= £(p)

Production relations (r) are a funstion of growth of produstion forces, (p) '
the end of this process of growth is also a dislectical outcome of its economic
growth.TPMn started from Marx’ basic principle that socialist produstion rels-
tions can be successfully established only when the production forces have grown
to sn adequately high level., But his ides was that, when the State is taloen
over by the proletariat, they can use the state power to develop the productive
forces much faster than the capitalist elass and thus create conditions which

{Continued ~ 9)
relationghips, or, what is but s legal expression for the same thing, with the
property relationships within which they have hitherto moved, PFrom forms of
development of the productive forces these relationships turn into their fetters.
A period of social revolutions then begins. With the change in the economic founds-
tions, the whole gigantic superstructure is moare or less rapidly transformed.
In considering such transformations we must aluays distinguish between the material
changes in the economic conditions of produstion, changes which cen be determined
with the precision of natural science, and the legal, political, religious,
aesthetic or philosophical, in short, ideological forms, in which human beings
become conscious of this conflict snd fight it out to an issue.”

1°'s:1r earned private property is supplemented by cepitalist private property. . .
what has now to be exploited 1s not the cepitalist who works many labourers. This
expropriation is brought about by the operation of the immanent laws of capiltallst
production, by the centralisation of capital . . . Capitalist moncpoly production
becomes & fetter upon the method of production whish has flourished with 1t and
under it. The centralisstion of the means of production and the scclalisation of

ur ST
. Wit e
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oan serve as the basis for the whole superstructure of the socialist soclety.
After the successful revolution in 1917, Lenin fcputcdly warned that the advanced
political structure must imperatively develop a corresponding economic basis, by
industrialising the country, thus creating the proletariat. If this not be done,
the vhole political superstrusture will orwsble down.}! |

S0 Lenin turned the theory of growth into a theory of development. The
formerly dspendent variable of growth, the Mﬂm relations were turned into
an independent varisble of developamt, as the state power became the autonomous
sator in development and the function of investment (economic growth) was made
the main tesk of the State. On tlu other hand, the Marx 'independsnt variable
(the growth of the production forces) was turned into a varlable, dependent of
the state action.

p=1{r)

This developasntsl sotivity had a beginning in the gquasi equilibrium of
the slow growth of the Russian economy before the revolution. The enc} of this
development was not so esnsy to determine as it was difficult for anyone to say
when the changes in the production forces would be sufficiently developed to
maintain the socialist superstructure.

As there were no cases from which a generslisation could be drawn and an
absolute standard established, relative measurement wes used, i.e., to reach
and overstrip the most advanced oapitalist coumntries, not only in absolute output
but also 1n output per head.

(Cortinued - 10)
labour reach the point where they prove incompatible with their capitalist
husk.” Capital, Vol. 1, as quoted by Burnes, Handbook of Marxism, p. 554.
nm. result of the revolution has been that the political system of Ruesia
has in 8 few months cought up with that of the advanced countries. But that
is not enough. It puts the alternative with ruthless severity: either perish
or overtake and outstrip the advanced countries economically as well.?! Lenin,
Collected Works, Vol. XXI, book I, p. 216, ss quoted by Stalin, Leninism, pp. 2u2-
-2} J . .
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Stalin followed Lenin's theory of eooni.ic developnent and forged for it
the tools of economic planning.lZ
He put the state power slmost to the pedestsl of economic lew, making 1t
the only independent wvarisble of sconomic growth. In this time even the exis-
tence of economic laws was questioned which lead to voluntaristic subjective
definitions of economic development such as: "New economic lsws, economic laws
of soclalisi{ dsvelopment Wt operate sutomatically, they materialize by
mesns of the planning activity of the State snd of the working population, {all)
lead by the Communist Part)'."u
In 1936 Stalin proclaimed with the Soviet new oconstitution that soclalism
hes been achieved in the USSR, but he continnod to press for over-reaching and
overstripping the most advanced capitalist countries by economic relations,
1.e., by volume of production per head, shich oontinued to be the aim of socialist
economic development. The main method to schieve it was economic planning which
took place in the era of S5-year plans.
In this planning, the institutionalization was very strongly emphasiszed by
introduction of an integral centralised monccratic method of state end business

administration (edinonschalie). The ex snte quantification was interpreted as

le'mo struggle in the Soviet Union in the deginning of the planning ers over
what character the plans should have, between the geneticists(Bagarov, Groman)
and the teleologists(Strumilin, etc.) wvas to a grest extent thet the first wanted
to dbuild the sconomic plan on the basls of objective economic growth with as
little government decisions as possible (in built stable proportions derived
from historical observation of economic laws: and sssumption of a dynamic equi-
librium, etc.) The teleological achool wanted to value the objectives of the
plan on their own merits outside the economic system, end envisaged the role of
the planners as that of finding the right means and roads toward these ends. In
other words, they based their concept of economic planning on a development theory.

1"'Boluhasra Sovjetslkaya mciklopaqin, 193x, book SSSR, p. T69.
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rollowilng only directives end spontaneous economic growth was not to be recognized.
The quantum targets became government orders and not Just forecast magnitudes.m'
The total rational method of planning was meant to be & atrictly sclentiflc process
and 1ts very empirical application in practice, with hardly any theoretical
pefinement, was not mentioned gt sll.

¥hen, after the second world war, the new states of peoples democraclas
with a theory of soclalist economle g:fouth as the basis for economic development
and for long term plenning, such theory was founded under the name of the baslc
law of scnlalism. This law wes stated by Stelin in the rollm_nng way: "securing
of the meximum setisfaction of the constently rising material and cultural require-
nents_of the whole of soclety through the continuous expansion and perfection
of socialist production on the basis of highest technique.":5, 16

We shall exsmine this law from the polnt of visw of economic growth under
three aspects:

1. Planned versus spontaneous growth,

2. fThe sutonomous variable (authoritarisn normative planning),
3. The rational (solentific) character of planned proportions.

m"mr plan 1s not & plan prognosis, not plan of tentative forecasts, but
a plan directive, compulsory for all leading organs and which direct the
Airection of our economie developmsnt in the future within the framework of

the whole country.”
Polit. report to the XV congress of the BKPD. {1933), p. 69.

1'33|mlm. Economlo problems of soclalism, in the USSR, Forelgn languages
Publishing House, Moscow, 1952, p. #5.

16
This law was criticised directly and indirectly by many authors in
soelalist countries ss being a postulate and not an economic law, cf. Bobrowski,
Pormation du systeme soviétique de planifieation. o. 13 1dpinski, Congress of

Pnldsh Reonomists in 1956;
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1. Planned dsvelopment versus spontgneous growth, The first point
regarding this theory of economic growth refers to the problem of planned develop-

ment versus spontanecus growth. Is spontsnsous growth made possible in soclslist
planning?

Stalin's basic law of soclalism has first s negative developmental decision:
Continuous expansion of soclalist production sxcludes all production which 1s
not socianst; 1.0., which is outside the so0cislist sector. %Thus this lsw does
not operate under assumption of maximizstion of total production, but only of
socislist produstion, 1.e., in the soclalist sector established by lsw. By
constitutional laws of all soclalist countries and by other laws on nationalige-
tion, land reforms, etc., the growth of the capitalist forms is restrained or
prohibited and & smell private sector tolsrated temporarily. However, all
spontaneous growth is also considered as aon socialist and prohidbited in the
socialist sector by constant policy to remove disproportional powthl:iopnntins
institutionally the investment function from the ourrent running of the enter-
prises with very uum possibilities of autofinancesents and authomatic growth;
by imposing multinumerous forms of disciplines, etc. Spontaneous growth is con-
sidered thus obnoxious, and is prchibited as damaging for socialist economlc
growth. It 1s considered lead by a resctionary force, rotten liberalism turning
against the sclentific guldance and the politiosl leadership of the soclalist
State.

At the same time the theory was developed that “the socialist forms of
econony cannot emerge and develop spontaneously, of their own accord. They arise
and develop as the result of the planned cct:lvaiity of the proletarian state and
the oreative asctivity of the working uaus."ll BHere i;he exogenocus character
of the sotivity of the state is clearly stated.

17po11tical economy, A Textbook, 1957. p. 419.
181n the late thirties this was stated even more empkatically in the Soviet

encyclopedis: “Mew economic laws, economic laws of socialist development cannot
operate spontaneously; they materialize through the mesns of the planning activity

Approved For Release 2008/11/25 : CIA-RDP80T00246A003700190002-9 UNCLASSIFIED
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This attitude begs the question: What is socialist production? Does
socialist production include only that which in the socialist sector is defined
by edsinistrative or legal measures? Is socialist production a term of objective
meaning or should it be left to ‘mb:ocﬁvo and changeable decisions of authorities
to determine 1t? Does socialist production include only those hitherto kmown
forms? When can, and how, and by whose decision new productive forces become @
part of the socialist sector? Why is it that there can be no spontaneous growth
of soclslist forms (even after the revolution); sad is socialism limited only
to conatant support and spproval of the coercive power of the State?

Thus socialist economic growth anticipates an actor who will do the function
of securing it and this is the socialist or proletarian State and the
working populstion both leed by the communist party.

There was a time, when even the existence of objective economic laws was
questioned in the USSR, and the expressed will of the Communist party (lead by
Stalin) was considered as the economic laws, so, acocording to the theory, the
merger of the politicsl decisions and the sconomic laws was complete.

2. The State Power. The institutionaligation of growth was bullt around
the introdustion of an autonomous factor: the State power, in the form of a
whole system of planning organs, and of an estsblishment of administrative planning
patterns. The method of authoritarian coercitive planning prevailed: planning
by orders of higher political authorities to lower ones, without mechanism to
questioning the wisdom of their planning decisions, and with merging of all
public and business adninispration into one system of transmission of such
decisiona from the top to the bottom operational unit. ¥o plans were left to
be decided by those directly carrying them out, The direet producers had not

even o limited autonomy of planning. ‘The maln incentives to those carrying out

(Continued 18) ’
of the Soviet state and the working population lead by the Communist party."
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the plans were by far administrative incentives, predominantly negative ones,
based on fear, and for that purpose a whole set of "disciplines” was 1nbroduced.19

2) They transformed the economic process as if it were s procedural matter
of administrative law. The authoritarian decision making assumed that the system
of stochastic equations was changed into a deterministic system of equations with
no random elements in it. |

b) The whole process was strictly centralized, as if the whole enormous
State and its economywms "one enterprise and one office, uniting the will of
hundreds of millions of people.” Thug the macroeconomic decislons were trans-
formed almost into microeconomic declsions and the macroeconomic planning into

huge microeconomic planning with one single chief on the top.

19!'!101'0 are quite a number of them: soclalist dlscipline, state discipline,
planning discipline, produstion discipline, technological dlsclplinc, labour
discipline, inoluding also the financial dlselipline, and last b»* not least, the
party discipline controlling ell controllers, has to be added.

See the definition of most of these disciplines in Vucinich, Soviet Economic
Institutions, Stanford University Press, p. 42,

£1 ASSIFIED
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3. The Scientific Method. It was assumed that centralized was
the most rational planning securing the mexismm possible growth. The advsntages
of this system were great so far as it could have the denefit of cholce over a
wide area of sctivity, and could give its chouﬁ objectives a high degree of
priority at the expense of many othor' objectives. It did not take into account
the interests and the sutonomy of the operators carrying out the plans, and a
centralized state budget enabled the  planners to carry cut plans at all
costs, and all merged into one huge profit u;d loas account. Although the
struggle against technically unlimited centralization of productive forces started
alresdy in the esrly 1930's (the struggle sgainst gigantomenis) the limitations
of centralized mnnmt were not taken into sccount.

The second assumption was that of unlimited advantegy of planning and of
no limitations to plannhxg declsions. @(radually the whole economic sctivity
had to be embraced into one totally integrated plan and if there were some
parts of the economy which were not yet fully enclosed, the reason for it was
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technicel impossibility.

The consequence of this axiom was the planning of the maximums and complete
disregard for any concept of planning the optims.ao The economists caloulating
the costs were forced to give the first place to the politicians and the
technologists.

Authoritarian, administrative and centralized planning implied the evasion
of the _problen of costs. There was no use to pretend that only general social

' cost counted and that the individual costs of the enterprises, the "affair of
small shopkeepers’ mentality," (Stalin) do not count. So the losses were hidden
in the lump sums of centralized averages. The individual real costs of enterprises
sre not an accepted measurement of social utility and the measurement of such
conplioated and complex magnitude as social costs i3 not calculated at all, so
nothing remained to give a measurement of the socially necessary work attributed
to the individuval producta.a

. The authoritarisn and coercitive character of the plan does not mesn that
the plan is not changeable. On the contrary, there was no limit to the changes
required by the declision making suthorities which the planners hed to incorporate
into the overall revised plan in order to “sliminate disproportions®. Thus the
planning discipline so strictly mw, applled ornly to those carrying out the
plana. Constant revisiocns of the plans by iatroducing even higher priorities

and super priorities lead to uncertainty in lower priority groups, and finally

20n1y 1n 1957 Strumilin as an exception introduced the concept of optimum
in his definition of the task of the national economic plan which he defined as
“the optimal utilisation wi ses, and the expansion of the reproduction of
soclalist relations and productive forces of the country, at the possibly fastest
rate and with the goal to achieve mx.tm satisfaction of the need (of the popu-

lation) with the minimum of costs."
Strumilin, Planirovannie, p. 18.

213te11n 1n Roonomic Problems of Socialism maintained that such calculation
of individual costs 1s Soviet econcmists stlll complaln that
there are no methods in the ussn by which to assess the quantitative effects of
the law of value.

Breev, Obshchle voprosi teoriji narodnohogjajstvenogo planirovannia. Moscow,

1957.
[rremy
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threstened to destroy the oonsistency and the unity of the plan.

This practice introduced into the plan an element of strained belligerent
spirit which had certain temporary advantages as a mobllizing factor but in the
long run damaged the methodical work of achieving planned growth.

The Soviet Textbook on politiocal ecanomy said that planning is done on s
stristly sciontlﬁ.eti basis. Mt SMIM ellphuuing the importance to solve
Emany practical problems which in theory look insoluble to the scholastic theoriets,
says that the demand for exactness should not be exaggeratod.aa

The driving force bdehind these changes was the political decisions. We cannot
do better to describe their effect on plenning than by quoting Polish economist,
specialist on planning: 23

"fruly spesking, in such setup the object of realization of the plan is
not the written official plan, but an unwritten plan implicitly contained

in the choice of basic decisions. . . (ne of the most fundamental

221!3 has doubts as to the mathematical appreach to problems of planning and
ridicules the Harvard economists who want to forecast future spontaneous growth
fron the past. The task of the pPlanner is not to forecast future tasks, but to
solve problems of economic policy by active overcoming of the obastacles to the
targets, following che directives the programme and the practical activity of
the party and the lasws of econoaic development. Mathematical solutions were
impoasible as thee were so many complex factors, some not yet studies and not
quantified, and otherz very controversial and substitutable. (Strumilin,
Planirovanie, p. 19-21.)

In his more elaborate writings this doyen of 3oviet planning theorists
put the question why the theoretical basis of Soviet planning waes so underdeveloped,
and why Narx' theory of reproduction was not used as a basis for Soviet economic
Planning. Strumilin gives some very interesting answers (3.0. Strumilin, balansi
narodnogo hozyaystva kek instrumenti soclalistichkego planirovania, Voprost
ekonomiki, 195%, No. 11. pP. 23 ff. 3. 6. Strumilin, K sheme dalansa narodnogo
hozyaystva 3SSR (ANSSSR, Uchenie zaplski po statistike, Moscow, 1955)

While Braginski called the plan the first approximation to the improvement
of the plan in its exscution, another Soviet economist complained that there is
no real scientific method of pPlanning in the USSR.

2 N\
3c. Bobrowski, Pormation du systeme Sovietic de planificetion, p. S1.
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characteristics of Soviet system of planning is not to treat the officisl
plan as & supreme law setting up intransgressible principles (except for
explicit modiﬂcationq) of the allocation of factors of production and of
diatribution of the nstional income, but as an approximation susceptible

to changes at any moment if the nﬁn written plan requires so. This is
Particularly confusing to those who wish the planned econoxy to be an
organized system, free from oscillations. . . Pinally as the non written
plan 1s reduced to & certain number of macroeccnomic cholces, its supremacy
means a defeat of all attempts at giving some importance to economic cal-
culations.”

k, The basic lsw of socialism. The economic decisions, directly concerning
sconamis growth, In the basic law of socialism are those which refer to the
maximum satisfaction of the rising needs of the society through the constant
expansion of produstion. To achieve this is one of the main tesks of the planners,
whose cholice 18 limited by the requirements of this basic law. In other words
thelr activity 1s preponderantly negative: to eliminate disproportions in such
economioc growth.g

The analysis of this baslc law of soclalism brings forward the following
points :25 | '

1} The real consumable income of the population has to be ircreased.

2410 avold sny doubt which maximm is dependent on which, the Textbook
on Political Economy added: “The basic economic law of socialism is inseparably
linked with the law of the priority development of industries producing means
of production, that is to say their relatively more reapid development compared
with that of industries producing consumer goode."”

25809 the analysis of this definition in the Economic Survey of Europe
for 1955, p. 198, from which many points were taken.
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2) Potentisl productive forces aiming st the increase of potential wages have
to be provided for in future investments. 3) The proportion of saving to
consumption is not decided. Only one guiding principle has been laid down that
of the dependence of the satisfgotlion of needs on the expansion of production.
) Mo exchange rate was set as to the potential consumption level now and the
potential consumption increase in the nesar future. No rate of inorease of
consumption was mentioned, nor even @ limit of such rate given. 5) The question
of maximum or optimum growth is decided in favor of the maximum which meant

that continuous use had to be made of marginsl production units. 6) HNo mention
of costs of growth is made, and no evaluations of the ratioc of maximum growth

to meximum consumption iz set, thus the problem of the burden, on present and
future generations building socialism, remained unsettled. 7) The time dimen-
sion usually s constituent part of such‘ statements ("the fastest possible")

1s entirely missing, giving the impression that the urgency of growth was not

80 great as before.

5. Boonomio proportions. A particuler law of planned (proportional )
development is the second law concerning the Soviet developmental theory, It is
considered to be the "regulstor of socialist industry,” and the distributor
of mesns of production and labour power among the various branches of the socialist
economy. The assumption for the functioning of this law is the planned conduct
of the national economy; s proportional development of all branches of soclalist
economy; and the fullest and most effective use of the country's material, labour
and finsncial resourcee. It is a law without "s purpose,” dealing with methodology,
end its "tasks" nre determined by the basic law of sociglism, This law says that
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correct proportions must be preserved, fixed, and rational location of resources
established. _

The sctors in this lsw are the Communist Party and the Socialist State,
who by their decisions set what have to be considered the right proportions.

In practice the requirements of this law sre not fully met and then dispropor-
tions appear, interrupting the norma) economic proceu.as

Thus economic planning is dependent on this lsw of balsnced growth {for
that s what this lew 1s).

The main task of the plamners is reduced to the task of regulation of pro=-
duction and distribution so as to eliminate disproportions hampering this law
in its opemuon.a’r |

This again is a negative developmental activity: (a) the right proportions
ere fixed in advance by the decision meking suthorities, (b) they are constantly
disturbed by a process of spontanecus economic growth, {(¢) they have constantly
to be returned to the prescribded proportiona' by the State power.

This, combined with what was said befire (that the soclalist economy cannot

grow by i1tself) leads to the conclusion that we have here to deal with an economy

263talin, Economic Problems of Socislisa, p. 46.

2711: is interesting to enumerate what are considered to be the main propor-
tions in planning practice. 1. Proportion between production, distribution
and the consumption of material goods (in physical terms); interregional and
intraregional distributions, 2. The grand proportions between production and
general consumption; menufacturing industry snd agricultwre; production of the
means of praduction and the means of consumption; between production and trans-
port; between building industries and finencial investments. 3. The national
income proportions (consumption and scoumulation), the personal, general and
government consumption; the balance of labor power; the foreign trade between
soclalist block countries.

UNCLASSIFIED
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in iabile equilibrium. According to this theory soclalist economic process

is neither an automatic nor a self-sustained process. It is a constant upswing
movement, which operates under @ persistent strain and has constantly to be
propped by the actlon of the extraeconomic State power.

6. The system of priorities. One still does not see where the essonce
of this law is, nor what the "right" proportions may be from an objective point
of view. Some economists think that the right proportions are established by
technological coefficlents, other stick to economic ratios, ete.

This law has to enforce and justify 'thc great strain imposed on the economy
by a range of priorities in economic plans, and the task of the planning organs
1s to not let these priorities be reversed. These priorities have, in the aourse
6t time, grown from tendencies in the policy to sacred principles of an ideology.
They are:

1) Pixed priorities of investment: economic growth depends on the growth
of industry, which depends on the growth of heavy industry, which depends on
the growth of machine bullding industry. Agriculture comes behind industry

, and consumption behim! production.
This priority of investment over consumption makes the consumption a

residual magnitude, dependent on the rise of compulsory saving.

2) Fixed priorities in produstion relations: the socialist sector comes
before the non-soeclalist sector, and in the socialist sector the state property
forms before the cooperative forms., The growth of non-socilalist sector 1s
considered obnoxious, though it is sometimes tolerated. The growth of capltalistic
production relations 1ias prohibited.

3) Pixed priorities on different levels of centraligation: The Central
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government (Federal agencies) has a first and foremost established priority,
the Republics come next, and the local interests are the last to be considered.
those of
4) The decisions of the Communist party organs have priority over/State

organs, which have priority over any decisions of the working collectives.

C. THR EXFERIRKCE

1. Planned Development and Actual Growth

The system of administrative, suthoritarian, centralized planning has not
succeeded in stopping spontaneous growth despite all measures of coercion. The
planned economies of socialist countries grew at a very high rate of growth,
but not slways as directed by plan.28

All of this non planned growth cannot be considered as spontaneous nor
as obnoxious to the sooclalist sector.

The phenomena of such non planned growth sre varied and their existence
in only oocasionally registered through statistios.

1) Spontsneous growth: Not all disproportions in planned growth are
derived through interference of the superior suthorities. MNost of these ware

28)‘01' the critical approech to Soviet developmental planning compare among
more recent publications: Braginski-Koval, Or, gacia Planirovania Narodno,
Hozyaystve SSSR, Moscow, 195%, p. 77-92; Breev, % B., Ubshchle Voproal ﬁoﬁi
luodnohozﬁstvmge Planirovania, Moscow, 1957, p. 96-5:5'; Gﬁaﬁ I. 4.,

u Shestoy tnotki, Moscow, 1956, p. 339-349; C. Bobrowski,

orngtion du systéme Sovistique de Planification, Paris, passim; 3

- n Mods T : particularly the u-tﬁ'l?ﬁ—
bleridewics, 3. J. Kurowskti, M. Mieszcankowski, C. Bobrowski,

g Pa:nth, and 8. Jendrichowsid ); Jiri Reznicek, Or&sace Planirovani v CSR

Prague 1956,
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incorporated into the plan, or at least the plans adjusted to them. Many other
disproportions which remained outside the plans, were the result of unequal
fulfillment of the plans, or\overrulr:lllments creating excessive expenditures
on one side, and shortages on the other.

2) Growth from fear of planning discipline: It is an established practice
of socialist enterprises to hide accumulated reserves of raw materisls, fuel
or spare parts, and even machines, from planning authorities, and keep them
for their use nécording to thelr liking, for production outside the plan or
for assuring cwrrent production in sn easier way. Much of this production 1s
not reported as plamned production. Reserves in ladour and credits and finished
g0oo0ds are treated in a similar way.

3) The very extended practice of "two plans,” one for "those above," and
another for internal use in the factory is a more rationalized practice of
extra-planned growth.

The extent of such practices 1s demonstrated by the eontinuous and constant
struggle of the authorities to keep Planning discipline and protect state property'
from "spontaneous sctivities."

Often such activity was done in good failth to "improve upon the judgment
of the planners” and with the intention of having the extraplanned growth legalized
later. Some of these practices were even tolerated and supported by higher, if
not by highest, authorities., Por instance the system of planning below the actual
capaclty to produce in order to be able to achieve the planning target more
easlly, and to obtaln the reyards for the overfulfillment of the plan, or to
engage In investments which the central planning authority would not permit, was
an established practice from ministers of central governments down to the managers

~of factories and the workers in their working places. The general reaction of the

 INCLSSIFED

o Approved For Release 2008/11/25 : CIA-R D!:’SOT(I)(I)246|AOOSTOO190002-9



- ] I

Approved For Release 2008/11/25 : CIA-RDP80T00246A003700190002-9

ONCLASSIFIED

planning authorities t0 this practice was t0 impose a linear increase on all

29

plans, which didn't improve the situation.
There are no estimates of such unguthorized spontaneous growth.ag

A particularly widespread practice was that of overestimating the approved
Planned investments (to "cottonwool®™ them) and to use the funds for other non
planned investment purposes.

4} centralized planmning ensbled the central ministries to develop depart-
mental 1lsolstlonism snd gutarcy which made it possible for the minister to run
the whole production process according to his "own plan” with no regard to
additional oostu.’o

5) Iaoanm l:;iio:::iio:? of means for reasons of 1oca‘l?%r:?§j§z?1acts. loyalty
to local interests above central plﬁns, was & logical consequence of centralized
planning, with no autonomous plans to care for legitimate local interests. This
enabled the local economy to grow at a faster rate than central planning would
have permitted.

6) All this non-planned growth and other expenses found their place finally
in the account of raw material, fuel and energy which amounted to more than 70
per cent of the cost of pl-mmc-.t:_:l.lt_m'.’:l (In Yugoslavia the material costs amounted.

to 53 per cent of the total valus of output. )’2

29
Some figures showlng the amount of circulating capital invested as fixed

capital for building and buying of machines in Yugoslavia twrned into milliards
of dl.nal‘!.

3 0See many instences of such plain departmental abuses in EKhrushchew's

speech of April 8, 1957.
Ilgiadkov, op cit., p. 29%.
323tatistickl Godisryak  FHRS 1957, p. 130.
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7) In agriculture the most striking & of spontanecus growth is
the increase of the markstable production on the kolkhosnik's plots. These
plots were left to the peasant families to help to feed them, but the peasants
used them to increase their production and snlarge the sales, at a rate higher
than the rate of growth of planned agriculture. This was finally legslised by
the authorities and taxed accordingly. A more than proportional part of tae
total sales of agrioultural produce came from these sources.

8) The difference between the Biological harvest and the harvest in barn
of the kolkhozes and state farms amounted on an average to 20 per cent. Tis
form of spontaneous dfontn of pessant income was a counterpart to *scolalist
primitive accumulation® and the munhat exchange practice.

9) vNoriera’' allotments, 20 millicon of them covering 1.6 million hectares
of land, are another exampls of unplamned growth, Sush plots developed into
very 1ntgnaive agriculture with the zr..tist dansity of cattle per ha of all forms
of property. |

10) The vorkers' off factory work on their own sccount or for private handi-
cerafts, on repalr jobs, cottage industry, ete., increased their incomes faster
than normal wages in factories.

11} The great number of prescriptions, rules and laws put every enterprise
into a position of insecurity. The cholce was between the anvil and the hammer:
to break the laws and rules orxl-;go fulfill the plan. Under such pressure many
skilled men used their skill to pull wires, to serve as intermediaries, and develop
a widespread system of contacts based on family ties, protection, friendship, and

personal influence to achieve what the plan could not secure, )

e power of such contacts may be judged dy the slogan "Zis (connections and
contacts) is stronger than Stalin.®
Berliner (Factory and Manager in USSR, p. 183.) gives many instances of similar
Practices, :
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12) Finally the leck and confusion of morﬁ”ztt.:’lndards created by unlimited
use of coercion lead to black and grey market activities, in raw materlials, spare
parts, imported goods, foreign currency and even in lsbour and services practices.

As a corrolary to it, “white collar crimes,” bribery, forgery, theft and
other "economic crimes" developed to such an extent that they represented a problen,
not only of legal but of economic poliey.

13) The discrepancy between planned development and real growth grew greater
and greater and increased the tension between the producticn foreces and produc-
tion relations. One could almost speak of two economlies, the normative one, and

the real (empirical) one.’u

2. Obstacles to development

The other of the most important facts was thst centralized planning began
to cause serious obstacles to further development of production forces.

1} Its administrative costs were inerc¢aring, and the share of labour used
in non-productive occupations was out of proportion, both financial means and
labour force were detracted from productive activity.

2} 1In several countries rorciblo coliectivisation lead agriculture into such
crises of underproduction, even below subsistence level, that the policy had to
be reversed and the kolkhozes allowed to disband. {Yugoslavia, Poland, pertly
Hungary. )

3) The system of centralised authoritarian planning prevented agricultursl
and industrial production from growing according to their objective possibilities.

4} There was an increase of labour force and et the same time delay in

3“This counterpart to the legal economy mede a Polish economlst call 1t
an "underground economic system," existing under the husk of the normative

suthoritarian economy.
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inerease of productivity of labour which implied a great deal of wnproductive
grouth, |

5] No proper method for assessment of the productivity of investment was
found and many losses.were due to improper location, overhead costs and oversized
or failed investments allowing even parasitic growth of costly, uneconomlc
and unnecessary bullding of factories for reasons of centralistic lgnorance,
local prestige, departmental jeaiousies, and personal ambitions of influential
leaders, all of which could be maintained only by subsidies from the centraliged
state funds. The best proof that the practice of authoritarisn centrallized
planning had a retarding effect on economic growth is the increase of the

rates of growth when some of these obstacles were removed.

3. Changes in the system of plenning.

Tendencles of major changes have taken place in economic planning of soclalist
countries. They can be listed as follows:

a) Administrative incentives are being replaced by economle incentives
(higher wages for workers, high prices for agricultural goods, ete.)

b} Planning is being decentralized, i.e., important declslons are no longer
all made in one place but in many centers. This decentralization 1s more of =
spatlan than of a functional character.

¢} The administrative role of the State organs is being reduced or replaced
by & more or less aubtonomous organization of socialist enterprises.

d} The enterprlses are becoming more independent, thelr autofinancement
strengthened and their automstlc growth made possible.

e} In some countries ﬁemocratization of planning has taken the form of

vorkers management.
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f) The rigid system of priorities in economic development has been Ais-
continued, development of consumer goods industries strengthened, and agriculture
given a somewhat higher priority than before.

g) The stiff priority of state forms over other (cooperative, private) forms
of organizaetion has given way to & more flexible spproach, e.g., transfer of
agricultural machines from atate ouncrihip to cooperative ownership; or the ais-
banding of collective cooparatives, snd return to pemsant family holdings.

h) The spontaneous growth hes been sometimes liberalized and treated ss a
legitimate form of econiomic growth. |

For the first time in the history of plamming these changes were not explained
a8 having the purpose of changing the production relations but as being the con-
sequence of the growth of the production forces.

This opens the fleld to two possible explanationz: 1) Were these changes
due to qualitative changes in the nastional economies, mesning that s sharp decline
in the usefulness of the state power has taken place, i.e., the economic
development based on thls autonomous varlable has approached its end? Or 2) Is
this change due %o the economic growth winich =mnles the changes inevitabie?

1) fThe first trend of thought 1s best ro.mulated by O. Iange?s Hls explana-
tlon 1s that the development of socialist countries must necessarily pass through
two historical stages.

The tyres of planning are not introcduced once and forever, and are
subjJect Lo Incessant resdaptation to newly ¢reated historieal situstions.

There are two methods of gwiding the economy in pisnned development,
One is by extraeconqmic..administrative guldance and managenent, and alsc

by non economic incentives (patriotism, class consclousness, ete.) The

3o%otes from his public lecture in,Zagreb in 1557,

MUssEp
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other 1s by economic incentives, McWe automatically react
in the wey desired by the planner.

Soclalist revolution was an extraecoromic force gulding the economy
by means of "war commmism® and organizing rapid development of under-
developed comtries, by breaking the vicious circle of backwardness.

But such guldance has its limitations. Political and moral appeal work
only under exceptional circumstances. Administrative allocation of
resources has shoun to be wasteful and inflexidle. A bureaucratic group
has developed conservatism based on vested interests in the method of
state management.

The need arose to introduce economlc incentives which were made possible
and necessary because of economic development. Such incentives do not
mean elemental development; it 1s a planned and guided development by the
conscious will of the organized society. The social ownershlp gives the
soclety the degree of freedom to establish purposefully incentives to as to
achlieve desired results. |

[There 1s a brillient analogy used by Lange to compare dlfferent methods of
Planning. He compared the capitalist economy te a balloon moved by wind whose
direction cannot be controlled by the pllot, The administrative planning system
was one of a simple sirplane steered by en individual Pllot in the direction he
desired, but was still very much subject to the elemental forces and personal
abilities of the pllot. The new system of planning is meant to be 1like an air-
Plane with automatic control in which the direction once set by the pilot leads
the plane automatically to his target. This method of planning corresponds to
the age of automation.]

To this theory the following can be objected:

1. The change of plamming methods took Place 1n socialist countries of
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different levels of economic development, sometimes later in those more
advanced  than in those less developed. The pace of these changes is very
different, Therefore, the historically objective character of these changes
has to be proved.

2, The inefficiency of centralized normative sutoritarian planning rethods
has manifest itself in more advanced es well as in least technleslly developed
ecrnomic sctivities, A situation developed in which the rate of growth of
agriculture, using most primitive means on very limited kolkhoznik's plots and
peasant family holdings, happened to be grepter than on collective and state
farm fields, srmed with most advanced machines.

3. The changes were not Planned but were forced by events, therefore they
had a more elemental character than that of planned conscious change.

2} The other explsnation 18 based on the analysis of the assumptions
under which the present Soviet system opersicd,

There was an assumption of an unlim'tod demsnd for capital goods,
in 8 definite order of priorities.
b) wssumption of an unlimited demsnd of consumer goods, in a population
purposely kept on an underconsumption lavel. |
¢) the assumption of unlimited efficlency of administrative incentives.
d)} the assumption of an unlimited role of state power in econcmic
planning.
These assumptions may no longer be valigd.
a) Once the economic growth achieved the level where for various ressons
économic, technological, and strategic)demand for cepital goods (or of
a certaln type of capital goods) 1s no longer unlimited, various causes

start to work, and decelerators appear to redress the balance such as
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increased foreign trade, foreign atd, etc, Another range of priorities 1s
established. |

b} Once the s;:pply of consumer gcods surpassed the low level of satis-
faction of /need of the populstion both irn quantity and in quelity, and shoddy
weres no longer satisfy the requirements of the population, the demand for

consuner goods may feel the effects of limitations, and the demand elasticity

for certain consumer gobd: falls very quickly.
(The newly published Soviet studles on the market research could possibly
be a sign of such a developnent.)

¢c) Once the administrative incentives nc longer prove to he effactive
for various reasons (economic, political, financial, etc.) the efficiency
of the state power as the infallible planner decreases and other more effec-
tive economic incentives have to be applied.

4]} Once the syatem of authoritarian centralised planning is ocutmatched
by the extraplanned spontaneous growth at higher rate and lower costs, and
onsz  this planning system gets more and more split into a normative econony
and an empirical one, the strength o7 . .-:taneous production forces becomes
more evident. In this stage the spontaneous growth of socislist Porms ray
increase more and more and develop self-sustained growth in sn economy in
which the use of force has become an obvious impediment to economic growth .

Thus new changes in planning policy of soclalist countrles way not be

changes caused by eccaomic development but by total economic growth.
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